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Notes of the Month 


Austria: The End of a Chapter 


THE signing of a State Treaty for Austria on 15 May marked 
the end of one chapter and the beginning of another for this 
small Central European Republic: after ten years of quasi- 
sovereignty Austria is to become one of Europe’s neutral coun- 
tries, with a status oscillating between that of Switzerland and of 
Finland. Only time can tell how this new status will work out. 
For Austrians of over forty it will be the sixth system under 
which they, have lived, from the Danubian Monarchy through the 
First Republic, Dollfuss’s Corporate State, the Nazi regime, and 
Four-Power tutelage; and this should be enough change for one 
life-time. 

It has repeatedly been stated in these pages that the grant of 
full freedom for Austria depended on one country, and one 
country only; and now Russia has not only withdrawn some of her 
earlier political conditions but has made concessions in the eco- 
nomic field as well. The price that Austria will have to pay for her 
freedom is made up of {50 million worth of goods to be delivered 
over the next six years in payment for the so-called “German 
assets’; plus $2 million (c. £715,000) in cash for the Danubian 
Steamship Company; plus one million tons of crude oil annually 
(about one-third of total output) for the next ten years. An official 
trade delegation was to leave for Moscow on 31 May to discuss 
the nature of the compensation goods as well as Austro-Russian 
trade in general. 

It is a high price to pay for a small country living on a narrow 
margin, but it is an improvement on the terms originally agreed 
in the draft treaty where, in addition to the payment in goods to 
the value of {50 million, Russia was to have retained the oil wells 
for twenty-five to thirty-five years and the Steamship Company 
in perpetuity; and it is not surprising that the Austrians, who had 
had the good sense in 1945 to reject the proposal of mixed Austro- 
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Russian companies, objected strongly to the continuance of 
foreign-owned economic organizations in their country. Now they 
feel that they can at long last be masters in their own house, and 
the great debate has started between the Socialists and the People’s 
Party on the relative merits of public ownership and private 
enterprise in the running of the larger enterprises to be surren- 
dered by the Russians. ‘To complicate matters, the German 
Federal Republic has protested against the four-Power ruling that 
only assets of private persons up to a value of about {3,700 may 
be returned to them, and demands in effect a general settlement 
of the thorny question of German property in Austria, amounting 
possibly to two-fifths of all frozen German assets abroad. While 
officially Austria does not take this demand too seriously, pointing 
to a long list of counter-claims against Germany, she cannot 
afford to antagonize a prosperous and influential neighbour. 

On the political plane the State Treaty contains nothing which 
either the Austrians or the Western Powers can object to. The 
declaration of neutrality which the Austrian Parliament is to 
pronounce merely recognizes the facts of geography and present 
Power relations, and if Western military strategy has to be revised 


in consequence of the evacuation of Austria the removal of Soviet 
military and political personnel from Vienna and Eastern Austria 
will make for greater political security in the country. But it is 
the wider implications of the State ‘Treaty which raise a number of 


new issues. 

The Soviet rapprochement with Yugoslavia, announced while 
the Foreign Ministers were still engaged on the Treaty, and the 
ready acceptance of the proposed meeting ‘at the summit’, are 
indications of the extreme fluidity of the situation. It may be that 
Russia genuinely wants to unfreeze the cold war; or it may only 
be that she tries, as Americans have suggested, ‘to get at Bonn by 
way of Vienna and Belgrade’. The Austrian settlement and the 
proposed negotiations have naturally made a strong impression 
on public opinion in Germany. The announcement on 18 May 
that the Federal Chancellor was recalling the German Ambassa- 
dors in London, Paris, and Washington seemed to show that he 
is concerned that his treaty partners should be accurately informed 
of his own views regarding any possible Russian offers. Dr 
Adenauer’s position has been strengthened by the formation of 
new Land governments, after recent elections in Lower Saxony 
and the Rhine Palatinate, and he is now assured of the two-thirds 
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majority needed to pass defence legislation through the Federal 
Parliament. It should be noted, moreover, that the Leader of the 
Opposition, Herr Ollenhauer, on 17 May dissociated the S.P.D. 
from the idea recently discussed in the Federal Republic that a 
reunified Germany might form part of a neutral group of nations 
from Scandinavia to Yugoslavia, separating Western from Eastern 
Europe. 


The Constitutional Crisis in South Africa 


THE continuous crisis in South Africa bears witness to the 
remarkable subtlety and persistence of the Nationalist politicians. 
No one is ignorant of their real aims which, indeed, Mr Strijdom 
announced with gusto in a speech in the South African Parlia- 
ment on 20 April. Apartheid, baasskap, and a Republic as soon as 
a majority decision is given in favour of it are objectives he always 
keeps in view, and to these he now adds the sovereignty of Parlia- 
ment. If, he says, the Opposition did not oppose the sovereignty 
of Parliament by fighting to preserve the entrenched clauses in 
the Constitution, there would be no crisis. ‘These extreme views 
are put forward with studied constitutional propriety and, when a 
press report from South Africa alleged that Mr Strijdom had 
spoken provocatively about the monarchy, the allegation was 
firmly rebutted in a letter to The Times (16 May 1955) by an 
official at South Africa House. 

No responsible statesman suggests that a South African Republic 
should try to stand alone in the world, quite apart from the 
Commonwealth. Mr Strijdom’s policy, if nicely balanced, is 
clear and consistent and, while almost no one can be found in the 
whole world to support him outside the ranks of his own party, 
those who oppose him have divided aims and incongruous plans. 
As evident as the firm direction in the Nationalist Party has been 
the weakness of the Opposition and the tepidity of the liberal 
reaction in South Africa. Perhaps the events of May 1955 fore- 
shadow a re-arrangement of political forces. Of one thing the 
external observer may be sure: all parties in South Africa are 
highly sensitive and will resent outside criticism of their domestic 
affairs almost as hotly as they would resist a threat of interven- 
tion. 

The troubles at Fort Hare could not be directly ascribed to the 
Government; the Bantu Education Act is being enforced with less 
dislocation than its opponents feared; the re-housing of the 
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Sophiatown Africans passed off without alarming incidents. The 
abolition of the historic Cape Franchise for coloured men, estab- 
lished a hundred years ago and protected by a clause of the Act 
of Union, is a logical next step in Mr Strijdom’s programme. It 
might have got by—as so many other steps towards apartheid have 
got by—if the larger constitutional issue had not, at this point, 
been invoked. The Act was invalidated by the Supreme Court. 

The Appellate Division Quorum Bill, which enabled the 
Government to appoint more judges of their own choosing, was 
passed through both Houses with haste but according to prece- 
dent. Its opponents could merely protest that no explanation of its 
necessity was offered, other than the necessity that the majority 
in Parliament ought to be supreme. Was it not by packing the 
Supreme Court that Roosevelt overruled the veto upon his ‘New 
Deal’? 

Having cleared away this obstacle, Mr Strijdom has proceeded 
to re-insure by a Bill to alter the Constitution of the Upper 
House, where a complicated method of indirect election provides 
a measure of provinical autonomy. The new Bill implies that the 
party having a majority in the Lower House can count upon a 
majority in the Upper House also. In effect it will give the Na- 
tionalists power to form a one-party State, though they protest 
that it is not their intention to do so. If not, what else have they 
in mind? 

But the Nationalist Party never has been and is never likely to 
be monolithic. The Afrikaner political tradition is one of inde- 
pendence and individualism, and the Afrikaners are not Calvinists 
for nothing. More significant than the protests from Natal, a 
loyalist—or, should one say, a dissident—province, and the 
actions of the United Party which declines to debate so bad a 
Bill, are the protests which have been made from the Universities, 
especially from the Afrikaner University of Pretoria. When 
Afrikaans-speaking professors of law and theology line up against 
the Government their protest cannot be ignored. 


The Bandung Conference 

THE first suggestion for a conference at which all the inde- 
pendent African and Asian countries should be represented was 
made in January 1954 by the Indonesian Prime Minister, Dr Ali 
Sastroamidjojo, when agreeing to the proposal for the meeting 
between Burma, Ceylon, India, Indonesia, and Pakistan which 
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took place in Colombo in May 1954 to consider the Indo-Chinese 
situation. The Indonesian Prime Minister later followed up this 
suggestion at the Colombo Conference, and it was agreed at the 
subsequent meeting of the same five countries at Bogor in Decem- 
ber 1954 that an Asian-African conference should be held. 

‘The communiqué issued at Bogor made it clear that the Colom- 
bo Powers, as they had come to be called after their meeting there 
in May, had no specific object in view in calling this wider con- 
ference. It was designed ‘to promote goodwill’, ‘to explore and 
advance their mutual as well as common interests’, ‘to consider 
social, economic, and cultural problems’, and ‘to view the position 
of Asia and Africa and their peoples in the world today’. The 
communiqué made it plain that the agenda for the conference 
would be drawn up only when the delegates had arrived at 
Bandung, and it specifically stated that the convening countries 
had not decided ‘that the participating countries should build 
themselves into a regional bloc’. The intention in fact was to give 
the countries taking part an opportunity of becoming better 
acquainted with each other’s point of view and to enable personal 
contact to be made by the senior Ministers. ‘The Indonesian 
Ambassador to India remarked of the proposed conference in 
February 1955 that it would be ‘of the same pattern’ as the 
Commonwealth Prime Ministers’ Conferences, and the sponsors 
were at pains to point out that there would certainly be differences 
of view amongst the participants. 

The initial American reaction to the conference was one of 
suspicion, based essentially on the feeling that it would above all 
provide an excellent opportunity for Mr Chou En-lai to meet and 
influence the leaders of the Asian and African countries; and 
there is no doubt that the conference did in fact do just this. But 
American suspicion was greatly reduced by the consideration that 
there would be present at the conference, besides China, a number 
of countries linked to the United States by agreements based on a 
fear of Communism, and that the conference would not therefore 
provide an entirely clear field for Chinese propaganda. 

The countries invited covered almost all the independent 
States of Asia and Africa including one or two whose independence 
is not yet quite complete. There were however some interesting 
omissions. It was made plain from the beginning that the Union 
of South Africa would not be invited and would indeed be a target 
for criticism. Equally, territories such as Malaya, Goa, and ‘Timor 
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were excluded by the terms of reference, and this presumably 
applied also to ‘Tibet. Of the other countries which might have 
been invited, Israel was clearly excluded because of objections 
from her Arab neighbours, but it is not clear why no Korean 
representative was invited though both North and South Vietnam 
were; nor why Nigeria was not invited though the Gold Coast 
was; nor why a number of minor countries such as Kuwait and 
Bhutan were overlooked. ‘The only country invited which declined 
the invitation was the Central African Federation. ‘Those countries 
which accepted were in general represented by their Prime 
Ministers or other senior Ministers, and the conference was 
therefore, despite the omissions, one of the most comprehensive 
meetings of Prime Ministers ever held. 

The conference was opened by President Soekarno of Indonesia 
on 18 April and finished on 24 April. Its general meetings were 
open to the press, but many of its other meetings, particularly 
those of the political committee, were closed, which provided a 
useful opportunity for the reaching of compromises on the word- 
ing of the final set of resolutions. The official language of the 
conference was, perhaps not surprisingly, English. 

Many of the countries which came to the conference had parti- 
cular axes to grind, some of the most controversial character, and 
there were present in addition protagonists of a variety of causes: 
Moslems from ‘Turkestan protesting against Chinese and Russian 
oppression; Archbishop Makarios from Cyprus demanding Enosis; 
and even the ex-Mufti of Jerusalem. 

On his arrival at Bandung on 16 April Mr Nehru expressed 
the view that the conference should not deal with specific prob- 
lems but should confine itself to broad principles on which 
unanimity could be achieved. Nevertheless the Arab States were 
determined to discuss both the Palestine problem and French 
North Africa. ‘The Indonesians insisted on pursuing their dis- 
pute with the Dutch over West New Guinea. The Formosa 
problem was inevitably raised. ‘The South African Government 
was attacked for racial discrimination; and the Yemen even 
managed to have a reference made in the final communiqué to 
its claims in the Aden Protectorate. But, so far as can be judged 
from outside, the most contentious aspect of the discussions arose 
as a result of the strong attacks made by a number of the countries 
present on Communism as a new form of colonialism. In the final 
communiqué the vigorous resolution put forward on this subject 
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was watered down, but it was nevertheless plain that there were 
wide divergences of view on the reliability of the two great Com- 
munist States as neighbours. 

The personal success of the conference was undoubtedly Mr 
Chou En-lai. He refused to be provoked by the attacks on Com- 
munism, he displayed extraordinary reasonabieness throughout, 
and he made the conference the occasion for a number of gestures 
to the cause of peaceful coexistence. These included the signing 
of an agreement with Indonesia on the dual nationality of Chinese, 
a subject which has been a source of uneasiness to several South- 
East Asian countries; an agreement between North Vietnam and 
Laos whereby the Communist Vietnamese undertook to disavow 
all designs on the two northern provinces of Laos which under 
the Geneva agreements their forces were to evacuate; and a 
statement in which Mr Chou En-lai offered to discuss the question 
of Formosa with the United States. Mr Chou En-lai succeeded in 
making an impression even on so vigorous an anti-Communist 
as Sir John Kotelawala, the Prime Minister of Ceylon, and he 
probably went home much better pleased with the results of the 
conference than Mr Nehru, who was clearly disconcerted at times 
by the open disputes which occurred between Asian nations. 

One of the last acts of the conference was to adopt a resolution 
suggested by Mr Chou En-lai, recommending that the sponsoring 
countries should consider the holding of another conference. No 
date or place for such a conference were put forward, however, 
and it remains to be seen whether the Bandung Asian-African 
conference will turn out to be the first of a series or, like the 
unofficial Asian Relations Conference of 1947, a solitary pheno- 
menon. 





Israel after Seven Lean Years 


THE seventh anniversary of Israel’s emergence as a State has 
provided both the nation’s leaders and outside observers with a 
suitable opportunity for measuring the progress made since 
independence was proclaimed amidst rapidly gathering war 
clouds in ‘Tel Aviv on 14 May 1948. As in previous years, the 
Army took pride of place in the official celebrations held at Ramat 
Gan on 27 April (the shift in date being due to the Jewish calen- 
dar’s indifference to Gregorian innovations), and the occasion was 
marked by a challenging speech delivered by Mr Ben Gurion, who 
had only recently returned to Mr Sharett’s Government in the 
capacity of Defence Minister. The State had been sanctioned by 
the United Nations, but created by the people’s own force, he told 
his audience, and its future would depend on internal develop- 
ments a good deal more than on external repercussions.' Fine 
words and platonic decisions at U.N.O., where Israel’s case 
against her Arab neighbours was being consistently ignored, did 
nothing to reassure the people of Israel, but they need not fear an 
Egyptian-led attempt to reverse the 1948-9 settlement by force. 
‘If Salah Salem and his friends want the Negev, let them come 
and get it. ‘The Israel defence force will give them a warm wel- 
come.’ 

A few days later, in an interview with the Sunday Times cor- 
respondent,' Mr Ben Gurion repeated this warning, adding for 
good measure that Sir Anthony Eden would have to send British 
troops to make Israel give up territory as part of a settlement, ‘and 
we shall fight them, knowing that .we shall be defeated’. He did 
not know, he added, what Sir Anthony had had in mind when he 
told the House of Commons that frontier revisions were an essential 
part of any Arab-Israel settlement, but the only territorial altera- 
tions Israel was willing to consider were minor ones which would 
have to be balanced by similar concessions from the other side. As 
for the settlement of Arab refugees, it was the responsibility of the 
Arab Governments who in 1948 had forcibly attempted to set aside 
the 1947 U.N. partition resolutions to which they now appealed. 
In any case no one ever mentioned the loss of property suffered by 
the Jewish community in Iraq which had been compelled to leave 
that country in 1951. 


1 Jerusalem Post, 28 April 1955. 
* Sunday Times, 1 May 1955. 
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Mr Ben Gurion’s uncompromising tone was generally taken to 
reflect a stiffening due in part at least to the sense of isolation 
suffered by responsible Israelis since the conclusion of the Turco- 
Iraqi treaty under which the Turkish Government bound itself 
to support the Arab position on the ‘Palestine question’. While 
British official opinion saw in this development a departure from 
the traditional sterility of Arab League politics which Israel had 
reason to welcome, Israeli comment fastened on the Turkish 
Government’s apparent abandonment of its former attitude of 
friendly neutrality towards Israel, and on the latter’s exclusion 
from an agreement to which the United Kingdom promptly 
adhered and which was clearly designed to constitute the fulcrum 
of Middle Eastern defence arrangements. Israeli proposals sub- 
mitted in Washington and London at about this time for bilateral 
defence treaties between the Western Powers and Israel evoked 
only moderate interest in either capital, and in the British case at 
least passed almost without public comment. 

In other respects the prevailing mood in Israel on the seventh 
anniversary of the State’s founding could more properly be de- 
scribed as one of ‘wait-and-see’, with the emphasis on the ad- 
vantages to be gained from a lengthy period of peace and economic 
development. This attitude to some extent cut across the more 
militant mood of a few of the younger Army officers and their 
political friends, now for the most part located in the no-man’s- 
land between Mr Ben Gurion’s and Mr Sharett’s Israel Labour 
Party (Mapai) and its left-wing rival, Mapam. With the latter 
apparently in dissolution—the pro-Communist elements splinter- 
ing off in one direction and the patriotic groups in another— 
Mapai could look forward with some equanimity to the elections 
to the third Knesset (Parliament) due this summer; but the 
presence to its left of a growing ‘ginger group’ of former military 
commanders and Socialist kibbutz organizers has a long-range 
significance for the outlook of the younger generation which it 
would be unwise to ignore, the more so since some of the most 
ardent advocates of an ‘activist’ foreign and defence policy are to 
be found among this grouping. Such a close association between 
left-wing and patriotic elements, inside and outside the military 
forces, is not altogether unknown in other Middle Eastern coun- 
tries, but in Israel its importance is enhanced by the fact that the 
labour movement was the backbone of the fight for independence. 
There is indeed a persistent tendency on the part of Mapai 





240 THE WORLD TODAY, VOL. I1, NO. 6, JUNE 1955 


leaders and Histadruth organizers to regard their ‘bourgeois’ 
coalition partners as somewhat weak-kneed in matters affecting 
the State’s safety, and unduly prone to take Western public 
opinion into account. This unspoken attitude on the part of the 
country’s dominant political forces is something quite different 
from the sentimental pro-Sovietism of the now dwindling Mapam 
sect which retains its utopian faith in the possibility of a peaceful 
understanding with Arab ‘progressives’. 

If ‘wait-and-see’ remains the official watchword, despite grow- 
ing uneasiness over the effects of rearmament in the neighbouring 
countries, the ultimate sanction for this attitude (which does not 
exclude occasional minor forays on the lines of the recent Gaza 
incident) is provided by mounting evidence of economic consolida- 
tion and progress since mass immigration came to an end early in 
1952. Governmental leaders, business men, and economists are on 
the whole agreed in holding that Israel is winning the economic 
race against time implied by the necessity of making the country 
economically independent within a decade or so. In this context 
‘economic independence’ is primarily understood to signify 
ability to pay for current imports out of Israel’s own earnings, plus 
such (dwindling) support as American and world Jewry may be 
willing to provide on a more or less permanent basis. It clearly 
does not mean independence from world market fluctuations, or 
from the necessity of investing capital in what is fundamentally a 
poor country with very limited natural resources except for potash. 
The somewhat arbitrary date of 1965, now prominent in public 
discussion of this issue, is loosely linked to the flow of German 
reparations which, under the terms of the 1952 agreement,’ must 
come to an end about this time. In actual fact the bulk of German 
deliveries is likely to have been invested or consumed before this 
date. Including fuel bought with reparations funds provided by the 
Federal German Government (mainly from blocked sterling 
accounts), Israel by the end of 1954 had already ordered goods 
valued at almost $200 million, out of a total of slightly over $700 
million destined for Israel on reparations account.? 

This sum, however, represents only a fraction of the total funds 
obtained by the Israeli Government since the establishment of the 


Ratified by the Bundestag on 18 March 1953, but retroactively in force since 
October 1952. See ‘German Reparations to Israel’, in The World Today, 
June 1954. 

* Statement by Mr L. Eshkol in introducing the 1955-6 Budget estimates on 
8 February 1955. 
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State. Including both public and private investments, U.S. grants- 
in-aid and semi-governmental as well as private loans, German 
deliveries, donations from the United Jewish Appeal and other 
American and non-American Jewish institutions, Israel bond 
issues, and various gifts or loans, it has been computed that Israel 
during the past seven years has been able to call upon external 
resources to a total value of some 2,000 million U.S. dollars.! Even 
bearing in mind that a very large part of this impressive total has 
had to be spent on the task of integrating some 700,000 newcomers 
into an economy disrupted by the flight of most of the Arab 
peasant population, this is a very substantial sum. It is therefore 
not surprising that the process of investing it in the Israeli economy 
has been accompanied by a steady volume of expert and inexpert 
criticism, the main charge being that an undue proportion of these 
funds has been devoted to the maintenance of a standard oi life 
which Israel at present is not really able to afford. ‘The bill of 
charges against the Government (and against private industry as 
well, for Israel has a mixed economy whose private sector is both 
active and growing) has been well summarized by Mr Livneh in 
the article already quoted. It can be reduced to the following main 
points: 

(i) Less than half the total amount available from external 
sources (other than ordinary commercial exports) has been 
used for investment purposes, and the proportion genuinely 
invested in productive enterprise (industry, agriculture, and 
construction) may not have exceeded one-quarter. 

Although mass immigration came to an end late in 1951, and 
the number of immigrants has fallen very sharply, the coun- 
try’s dependence on external aid has not substantially 
diminished. 

The social structure of the population is not conducive to a 
marked and rapid rise in productivity. Up to 1954 at least 
there has been a tendency for the share of agricultural and 
industrial workers in the total earning population to de- 
crease, and for the number of civil servants and office 
employees to grow both absolutely and relatively. Only 38 per 
cent of all wage-earners are gainfully employed in the various 
phases of the productive process, the corresponding pro- 


1 Jewish Observer and Middle East Review, 4 March 1955. The estimate is 
based on figures compiled by Mr E. Livneh, a member of the Knesset, who, 
although a member of Mapai, has usually been critical of governmental policy 
in the economic field. 
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portion being 46 in Britain, 55 in Belgium, 60 in France, and 
61 in Austria. 

Private capital investment provided from abroad, as distinct 
from welfare donations and loans, has steadily shrunk, 
reaching its lowest point so far in 1954. Foreign investors on 
the whole do not tend to grow more confident of their chances, 
and productivity in Israeli industry shows no sign of reaching 
a level commensurate with the European standard of living to 
which the Israeli working class is attached. 

These criticisms, notably the last-mentioned, are significant as 
coming from a member of Mr Ben Gurion’s party with unusual 
opportunities for gauging the state of mind of leading Israeli 
ofhcials, trade union leaders, and economists. ‘To some extent they 
are echoed by the more ‘austerity-conscious’ elements on both 
sides of the political fence, the principle of the semi-planned 
‘mixed economy’ not being seriously in question. In particular it 
is no secret that some of the foreign economic advisers employed 
by the Government in consultative capacities have shown them- 
selves sharply critical of the official attitude, though the severity of 
such criticism has diminished since the policy of mass immigration, 
and the concomitant inflation of the currency, were gradually 
reversed from 1952 onwards.! 

The official standpoint—which to some extent is shared by 
groups outside the Government coalition—acquires a certain de- 
fensive tone from the frequent suspicion that the critics are aiming 
their shots at the living-standard of the working population. Israel, 
unlike her neighbours, is structurally a democracy, though of the 
South European rather than the Western type, and while not 
saddled with an agrarian problem she suffers from all the dis- 
advantages of a relatively inflationary economy owing to the very 
considerable strength of the organized labour movement. There 
can be no question of depressing the latter’s living-standard sub- 
stantially below the present level, nor can Israel obtain a higher 
investment rate by the familiar expedient of letting a dispropor- 
tionate share of the national income accumulate in the hands of a 
small privileged stratum. Such policies being out of the question, 


1 In discussing this subject with some of the Government’s economic advisers 
in May 1954, the writer found that criticism fastened in particular on two points 
a residual tendency to give priority to non-economic considerations, and a cer- 
tain reluctance to inform the public of such disagreeable facts as the constant 
drop in the rate of investment. It is only fair to add that greater realism, both in 
policy and in official pronouncements, has made itself felt in recent months. 
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there remains the problem of raising both productivity and exports 
fast enough for the balance of payments to present less of a prob- 
lem, if not tomorrow, at least in five or ten years. 

It is the belief of the Israeli Government that this aim is feasible 
and that progress is being made towards its attainment. ‘The 
1955-6 foreign currency budget published at the end of March! 
holds some pitfalls, not the least of which is the continued un- 
certainty over the exact claim made upon the State’s foreign cur- 
rency income by defence needs. But progress in at least one sphere 
is indicated by the disclosure that the trade deficit has steadily 
narrowed since 1951, falling from a total of $225 million in that 
year to $167 million in 1953, with a further drop in the following 
year when exports rose by almost 50 per cent, from $56,400,000 
in 1953 to $84,300,000 in 1954. Since the population grew by 
about 3 per cent in 1954, while world market prices also tended to 
rise, it is not surprising that imports increased somewhat, leaving 
a trade deficit in the neighbourhood of $150 million (the exact 
figure is not available). This deficit, however, must be viewed in 
the context of the overall payments balance which includes capital 
investment and reparations deliveries, as well as loans and U.S. 
grants. he Finance Minister’s forecast for 1955-6 suggests total 
foreign currency requirements to the amount of $368 million, i.e. 
$22 million more than in 1954-5. In part this growth is accounted 
for by higher import prices, the total allocation for consumption 
items being placed at $205 million, against $177 million in 1954-5. 
This change is defended partly on the ground that some import 
prices have gone up, partly by pointing to the necessity of ‘saturat- 
ing’ the domestic consumer market with certain scarce items in 
order to avoid internal price rises. An extra $8 million is to be 
spent on extraordinary imports necessitated by drought (wheat, 
feed grain, and oil cakes). This leaves rather less for capital goods 
imports ($86-15 million as against $88 million last year), and for 
debt repayment (down from $40 million to $22-5 million), the 
latter item having lost some of its urgency owing to the success of 
last year’s ‘consolidation loan’ underwritten by American Jewish 
donors. Raw material imports for industry are placed at $50 
million. 

The publication of such forecasts does not, of course, answer the 
question of where the funds are to come from, but in the case of 
certain of them the prospect can already be estimated with a good 

! Jerusalem Post, 12 April 1955. 
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deal of accuracy. Thus the U.S. grant-in-aid is expected to total 
$48 million as against $74 million last year, while the net income 
of the Jewish ‘national. institutions’ is provisionally placed at 
$47 million (as against $65 -5 million in 1954). Development Loan 
subscriptions in the United States may or may not equal last year’s 
total of $32 million. The remaining sources must, on this assump- 
tion, yield $241 million to make up the full balance of $368 
million. This would represent $66-5 million over and above last 
year’s income from those sources: exports, private capital transfers, 
and German reparations. The latter are expected to yield $84 
million, while exports of commodities should increase to $go 
million, plus minor earnings from shipping, tourism, and other 
‘invisible’ items. ‘The official forecast also assumes that private 
capital transfers will rise by one-third to $20 million, an estimate 
received with caution in quarters not unfriendly to the Govern- 
ment.! 

It is evident from these figures that the expansion of Israel’s 
export trade must for many years continue to have first priority. 
Of the $84 million-worth exported last year, the United Kingdom 
absorbed $19 -4 million, principally in the form of citrus products. 
The U.S.A. was next with $14-1 million (mainly industrial 
diamonds), while Turkey followed with $12-9 million. How far 
the latter market will be affected by recent political developments is 
not yet clear. Turkey was followed in importance by Finland, 
Russia, and Belgium. ‘Hard currency’ exports accounted for 32 
per cent of the total, while 60 per cent of all trade took place under 
clearing agreements, barter trade declining from 10 to 8 per cent. 
Critics are apt to make the point that in relation to Turkey, 
at any rate, trade which consists of exchanging ‘inferior ‘Turkish 
cotton for unsaleable Israel manufactures’ is not really far re- 
moved from barter. But there is nothing unusual in such teething 
troubles. The long-term problem of raising industrial productivity 
to genuinely Western levels, especially as to quality, has admittedly 
been solved only by a few leading manufacturers. In this respect, 
however, Israel faces problems with which other Mediterranean 
countries have long been familiar. 

The broader picture is characterized by such facts as the virtual 
absorption of almost all the 700,000 immigrants who have entered 
the country since 1948, and of whom 140,000 are now employed in 
agriculture. Irrigation has extended the area of intensive cultiva- 


1 Jerusalem Post, 12 April 1955. 
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tion from less than 300,000 dunams in 1948 to 700,000 dunams 
today, and the influx of German reparations deliveries makes itself 
felt in the rapid development of a capital goods industry and 
services quite new to the country—annual electricity output is 
expected to go up from the present 130,000 kwh to 370,000 kwh in 
1957-8, and railway stock is being thoroughly modernized. These 
are processes whose impact on the economy must eventually bring 
about something much closer to the standard European model. 
Meantime the planners are bound to keep their attention fixed on 
the financial side of the balance-sheet which is not a picture of 
unalloyed progress: in 1954, to cite one significant figure, revenue 
from reparations, grants-in-aid, loans, and transfers totalled 
$242 million, while private capital investment from abroad reached 
barely $36 million. But even this is a small cloud on the horizon 
compared with the persistent lag in productivity and the excessive 
share taken in the national income by non-productive strata of the 
population. Israel’s greatest danger perhaps is not a ‘second round’ 
with the neighbouring States, but a tendency towards what may 
not unfairly be termed Levantinism in social relations. It is a men- 
ace of which the country’s leaders are fully conscious, none more 
so than Mr Ben Gurion, in whose political philosophy the Negev, 
Israel's great unexplored southern desert, holds a central place for 
reasons other than the military strategist’s liking for open plains 
where armoured forces have sufficient elbow-room for their opera- 
tions. ‘The concentration of national energy on the task of pioneer- 
ing ranks high among the aims of a State which owes its phenomen- 
al success to an outburst of national enthusiasm now sometimes in 
danger of being forgotten. If for no other reason, Israel is unlikely 
to concede to her neighbours in this domain what in 1948 they 
failed to obtain by force of arms. 


G. L. A. 





Ten Years of East-West Relations 


in Eu rope 


The Struggle for Germany 


‘THE month of May 1955 witnessed a number of historic develop- 
ments in the relations between East and West in Europe, all of 
which stood out against the background of the tenth anniversary 
of V.E. Day. On both sides of the Elbe, where ten years ago 
EKisenhower’s and Zhukov’s soldiers joined hands, the defeat of 
Hitler’s Germany was being remembered; but after a decade of 
cold war between the former Allies this date merely served to 
draw attention to the extent to which their paths had diverged 
since 1945. While the Federal Republic’s admission to N.A.T.O. 
and the official setting up of an East European military alliance 
would appear to stabilize and perpetuate the division of Europe, 
the signing of the Austrian State Treaty, the Soviet- Yugoslav 
rapprochement, the recent Soviet disarmament proposals, and the 
forthcoming four-Power talks indicate that the possibilities of a 
real détente must not be discounted. 

Soon after the war ended the future of Germany became one of 
the major points at issue for the conflicting endeavours of the two 
sides in the cold war. Her final place on the European scene re- 
mains to be settled, but, whatever the outcome, few would have 
thought that ten years after unconditional surrender a resurgent 
Germany would be in a position to exercise so great an influence on 
the balance of power. 

At the end of the war there was in the West a great fund of good- 
will towards the U.S.S.R. The outstanding contribution made by 
the Soviet forces to the common cause completely overshadowed 
any doubts which existed in some quarters concerning Communist 
post-war aims in Europe. Despite certain adverse considerations, 
such as the unfriendly treatment accorded to the British sailors of 
the Murmansk convoys, the Communists’ reluctance to acknow- 
ledge publicly the generous aid they received under lease-lend 
and from U.N.R.R.A., and Stalin’s perfidious sacrifices of the 
patriotic Polish underground movement during the Warsaw 
Rising, not to mention the Molotov-Ribbentrop Pact and Russia’s 
unwarranted attack on Finland, Western public opinion was 
anxious to forget the past and to ignore the avowed aims of world 
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Communism. The Potsdam meeting in July 1945 was popularly 
regarded as the beginning of a new era in international relations. 
But the policy and diplomatic methods pursued by the Kremlin 
succeeded in eliminating most of this goodwill in an amazingly 
short period of time. Even Tsarist Russia traditionally looked upon 
the Balkans and Poland as her sphere of influence and as a poten- 
tial outlet for her expansionist policy. During and after the last 
war Russian nationalism became the ally of Soviet imperialism in 
the gradual conquest of that part of Europe. As far as the U.S.A. 
was concerned, Soviet actions retarded, and subsequently halted, 
American post-war intentions to disengage their troops from the 
Continent and leave Europe for the Europeans. ‘The permanent 
abandonment of isolationism by the U.S.A. and, paradoxically, 
the emergence of North America as the major European Power 
of today can be directly attributed to Communist moves in 
Eastern Europe. 

Within three years of the Potsdam agreement Eastern Europe 
had become part of the Soviet Empire. In violation of the United 
Nations Charter, the Yalta agreement, and the Paris peace treaties, 
Communist-rigged elections led to the establishment of totali- 
tarian regimes in Poland and throughout the Balkans. In February 
1948 the Communist coup d’état in Czechoslovakia added that 
country to the already formidable list of Soviet satellites. By then 
the ‘Truman Doctrine and the Marshall Plan had proved that the 
U.S.A., at any rate, was aware of the growing danger of expanding 
Communism and was prepared to use its influence and strength to 
contain it. Despite the unwillingness of public opinion to face 
facts, Mr Ernest Bevin’s ready response to American initiative 
enabled the West to take its first hesitant steps on the road leading 
to N.A.'T.O. and Atlantic unity. 

As it became obvious that Eastern Europe was being organized 
into a closely knit bloc, the West found itself compelled to pay in- 
creasing attention to the integration of its economic and military 
policy and resources. As the division of Europe became more and 
more apparent, and as the existing reserves of power were gradu- 
ally being incorporated into the opposing camps, the problem of 
filling the only remaining power vacuum assumed vital importance 
and the ultimate alignment of Germany became the major point at 
issue. 

The Potsdam Protocol, which on the whole reiterated the parts 
of the Yalta Declaration referring to Germany, laid down the 
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principles for quadripartite control. Apart from obvious pro- 
visions such as demilitarization, denazification, the introduction 
of democratic rights, and the elimination of industrial war po- 
tential, the Protocol stated that Germany was to be administered 
as a single economic unit and that ‘reparation payments should 
leave enough resources to enable the German people to subsist 
without external assistance’. What in fact happened was that the 
Russians insisted that the Western Powers should carry out such 
provisions of the Potsdam agreement as were favourable to the 
U.S.S.R., while at the same time they themselves refused to 
implement others which were less favourable. ‘This policy resulted 
in a draining away of resources from the Soviet zone by the 
removal to the East of machinery, stocks, and current production. 
‘The Western Powers, on the other hand, had to subsidize their 
own zones in order to keep up a minimum standard of living 
there. By the spring of 1946 the U.S. and British authorities were 
no longer prepared to subsidize German reparation payments to 
the U.S.S.R. This led them to the decision to suspend deliveries 
to the Soviet zone, and later that year the first moves towards a 
merger of the three Western zones were made at a conference in 


Washington. The subsequent setting up of the British-American 
si-zone, to which the French adhered later, was immediately 
denounced by the Russians as a violation of the Potsdam Protocol, 
although it had been made necessary by their previous refusal to 
enable Germany to become an economic entity, as provided for by 
that same agreement. 


The Communists are past masters at accusing their opponents 
of misdeeds committed by themselves. A typical case in point is 
Marshal Sokolovsky’s charge against the Western occupying 
Powers, made at a meeting of the Allied Control Council in 
November 1947, shortly before the abortive meeting of the 
Council of Foreign Ministers in London. ‘The Soviet case, as put 
by Sokolovsky, was that the Western allies had failed to implement 
the demilitarization and denazification programme, that they had 
stripped their zones of great quantities of equipment and manu- 
factured goods, and that they were paying the Germans low prices 
for goods which they themselves resold at tremendous profits. He 
claimed that the Bi-zone had been set up to destroy four-Power 
administration in Germany, and he attacked the allies for stopping 
the flow of reparations to the East. Although this last accusation 
was based on fact, Sokolovsky failed to mention that this course 
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had been forced upon the Western Powers by previous Soviet 
actions. 

Matters came to a head with the Soviet withdrawal from the 
Allied Control Council on 20 March 1948. Following on the cur- 
rency reform undertaken in the Western zones three months later 
as an inevitable step to head off the growing inflation, the Russians 
claimed that the resulting threat to the economy of their own zone 
forced them to adopt counter-measures, and a new currency was 
introduced there. Immediately afterwards they sealed off their 
zone, and on 24 June imposed a total blockade of Berlin. The right 
of the Western Powers to maintain themselves in their sectors of 
the former capital, which had been confirmed at Potsdam, 
remained undisputed. The Soviet Government merely decided 
to withhold the communication and transport facilities which had 
enabled the Western sectors of the city to exist, although sur- 
rounded by the Soviet zone of occupation. In initiating the block- 
ade the Russians no doubt expected that the Western Powers 
would be unable to keep Berlin alive and that this would force 
them to make some concessions to Soviet demands. At the same 
time the Russians regarded it as a useful opportunity for a show of 
strength, the favourable outcome of which they did not doubt. The 
unexpected success of the Western aerial improvisation made 
them realize the futility of prolonging the blockade, which was in 
fact lifted in May 1949. The determination of the West to help 
Berlin in face of the hardships imposed on the civilian population 
by the blockade must have led the Soviet Government to the con- 
clusion that its continuation could only harm their cause by an- 
tagonizing the German people even further. The Western Powers 
stood firm in Berlin and made it clear that nothing but force would 
dislodge them from the city. The Russian bluff was called, and at 
the only time when the European cold war warmed up the 
Western allies played their hand well enough to inflict a major 
defeat on their opponents. 

The Berlin blockade confirmed the rift between the two parts of 
Germany, thus completing the division of Europe. Just as the 
Communist seizure of power in Czechoslovakia had speeded the 
conclusion of the Brussels Treaty, so the Russian show of force in 
Berlin provided much-needed impetus to the West’s efforts to 
organize its defences. After the Berlin blockade it became apparent 
that four-Power agreement on Germany was unlikely to material- 
ize in the near future unless the Russians were prepared to execute 
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yet another volte-face. Accordingly both sides proceeded to give 
formal recognition to the existence of two Germanies. The Con- 
stitution of the Federal Republic was signed in Bonn in May 1949 
and in October the so-called German Democratic Republic, 
evolved in a long process of pseudo-democratic manipulation, 
was officially proclaimed in the East. 

While Germany was being divided, the Western Powers con- 
tinued their efforts to build a counterpoise to the overwhelming 
forces at the disposal of Moscow. Although it was realized that the 
atomic superiority of the United States would remain the decisive 
factor for some time, the vital importance of bringing America 
into some sort of formal defensive association with Western 
Europe was generally accepted. ‘The outcome was N.A.T.O. 

The Western countries grasped the need to pool their resources 
and their integration progressed comparatively speedily and 
smoothly, but the problem of agreeing that West Germany should 
make her contribution gave rise to much delay and many difh- 
culties. Germany’s Western neighbours, particularly France, were 
naturally reluctant to acquiesce in the revival of a German Army 
unless adequate safeguards could be provided to prevent the possi- 
bility of future German aggression. French public opinion was so 
strongly opposed to the idea of rearming Germany that it took 
years before the French National Assembly could be persuaded to 
ratify an agreement enabling Germany to play her part in the 
Western defence system. The strength of French opposition can 
be gauged from the fact that much valuable time was lost in 
attempts to allay French fears by the creation of some sort of 
supra-national framework, and the ultimate solution—i.e. West 
Germany’s incorporation into a Western European Union—was 
only reached in the autumn of 1954 after the rejection by the 
French Parliament of the proposal for a European Defence Com- 
munity which had originated with the French themselves. Almost 
ten years to the day after Germany’s total defeat, the sovereign 
Federal Republic became a member of N.A.T.O. 

All the moves made by the Western allies to rearm Western 
Germany were, of course, met by determined opposition on the 
part of the Communists. Soviet propaganda made the strongest 
possible play on European fears of revived German military power. 
This, however, had not prevented the Russians developing the 
People’s Police in their zone into a military force, or giving mem- 
bers of their youth, mass, and sports organizations para-military 
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training. Because Communist States are able to conduct their 
affairs free from the fetters of public opinion the Soviet Govern- 
ment, aided by its East German puppets, pressed forward with the 
remilitarization of its part of Germany without having to account 
for its action to the peoples of the U.S.S.R. and the satellite 
countries. In effect, therefore, the Communists were able to 
utilize all opposition to German remilitarization as a propaganda 
weapon against the rearmament of Western Germany alone. 

The Communists also tried hard to exploit the war-weariness of 
the German people in their attempts to turn the West German 
electorate against Dr Adenauer’s pro-Western policies. Their most 
telling argument was that the definite military association of 
Western Germany with the N.A.T.O. Powers would make all- 
German unification impossible. Nevertheless, in spite of all their 
talk about the impossibility of further negotiations on the German 
question after the ratification of the Paris agreements, the Soviet 
leaders have recently given encouraging indications of their willing- 
ness to discuss this question, and indeed all controversial points, 
despite West Germany’s adherence to N.A.'T.O. The efficacy of 
Soviet propaganda in Western Germany is in any case greatly 
handicapped by the repressive nature of the Communist regime 
in the so-called Democratic Republic, and the brutal stamping out 
of the East German workers’ revolt two years ago did irreparable 
harm to the Communist cause in Western Germany and in the 
whole of Europe. 

When the Soviet Government realized that the ratification and 
implementation of the Paris agreements was merely a matter of 
time, it informed the world of its intention to take counter- 
measures. It made the gesture of threatening to abrogate the war- 
time Anglo-Soviet and Franco-Soviet treaties of alliance, claiming 
that they were incompatible with the proposed Paris agreements. 
In May 1955, ten years after common victory, the treaties were in 
fact denounced by the U.S.S.R. 

In an attempt to extract maximum propaganda value from the 
rearmament of Western Germany, the Soviet Government last 
year suggested a conference on European security to which it 
invited all European countries and the U.S.A. ‘This invitation 
was accepted only by the satellites and by China, which sent an 
observer. At the Moscow Conference the ground was prepared 
for the treaty of friendship, co-operation, and mutual assistance 
linking the U.S.S.R. and her European satellites, including the 
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German Democratic Republic, which was concluded on 14 May 
1955. This was merely a formal confirmation of the existing state 
of affairs, but for propaganda reasons it was given a great deal of 
publicity. The same can be said of the establishment of a joint 
East European Command under Marshal Koniev, which was also 
decided upon in Warsaw on 14 May. This then was how the forces 
were arrayed on the very eve of the signing of the Austrian State 
Treaty. 

For ten unhappy years the Austrians, allegedly liberated by 
the Allies, had been under foreign occupation. All Western at- 
tempts to induce the U.S.S.R. to agree to an Austrian peace treaty 
foundered on Soviet insistence to link this question with that of 
Germany. According to the Soviet thesis failure to achieve agree- 
ment on Germany precluded any settlement of the Austrian prob- 
lem. By their sudden decision to restore Austria’s independence in 
exchange for that country’s neutralization, the Russians again put 
themselves forward as the champions of a reduction in inter- 
national tension. In the general welcome accorded to this positive 
step it must not be forgotten that the agreement reached in Vienna 
on 15 May could, ia all essentials, have been achieved, but for 
Soviet obstruction, many years ago. 

The line taken by Communist propaganda over this solution of 
the Austrian question makes it clear that the example of a united 
and neutral Austria, free from foreign occupation, is to be dangled 
as a bait before the eyes of the Germans, who naturally desire 
their country’s unification. 

For the first time in ten years talks at the summit have been 
agreed to in principle, and a conference of the heads of the 
Governments of the U.S.A., the U.S.S.R., the United Kingdom, 
and France is likely to be held in the near future. These talks will 
take place not so much because the Governments concerned be- 
lieve that they will be more fruitful than negotiations through 
normal diplomatic channels, but because world public opinion, 
tired of the inconclusive results produced by the numerous 
meetings at ministerial level since Potsdam, feels that the many 
issues dividing East and West can only be resolved at the highest 
level. Some indication that the Russians are prepared to adopt a 
more realistic attitude is provided by the latest Soviet proposals 
submitted in May by Mr Malik to the Sub-Committee of the U.N. 
Disarmament Commission meeting in London. Although they 
include many points specifically concerned with disarmament, 
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they embrace a far wider field. In relation to Germany they call for 
‘the immediate withdrawal by the four Powers . . . from the terri- 
tory of Germany to their national frontiers’. As far as disarmament 
itself is concerned, the Russians have at last come closer to the 
Western point of view after years of obdurate opposition to all 
Western proposals in this sphere. For the first time they have 
accepted the argument that a proportionate reduction of armed 
forces would not be a fair solution and now suggest that numeri- 
cally the two sides should be roughly balanced. On the other hand, 
the Russians’ proposals fail to clarify their attitude towards inter- 
national control of nuclear weapons, without which no agreement 
on disarmament can be of any value. 

The visit of high-ranking Soviet Party and Government 
leaders to Belgrade, though perhaps not entirely unconnected 
with the forthcoming evacuation of Austria, may also reflect a 
growing flexibility in Soviet foreign policy. The fact that this visit 
had to be made could be interpreted as another indictment of the 
doctrinaire Soviet approach to certain problems. It represents an 
attempt to undo one of the biggest post-war mistakes committed 
by Stalinist policy—the antagonization of Yugoslavia in 1948. 

Within the space of one month the U.S.S.R. has been found 
willing to agree to an Austrian peace treaty, to welcome the idea of 
four-Power talks at the summit, and to settle her differences with 
Yugoslavia. It is significant that at the same time she took great 
pains to publicize her complete control over Eastern Europe by the 
conclusion of the Soviet bloc military alliance in Warsaw. The fact 
that Soviet foreign policy moves along parallel lines has rarely been 
so clearly demonstrated. The ultimate goal of all Soviet policies 
remains the same—the triumph of Communism throughout the 
world. As Lenin wrote in 1918, ‘We Marxists have always been 
proud of the fact that by strict analysis . . . we have been able to 
determine the expedience of this or that form . . . of struggle’. 
According to the Short History of the Soviet Communist Party, 
the alleged superiority of Marxist-Leninist theory is based on the 
Party’s ability ‘to find the right orientation in any situation, to 
understand the inner connection of current events, to foresee their 
course, and to perceive not only how they are developing in the 
present, but how and in what direction they are bound to develop 
in the future’. 

Despite this assertion the Russians are obviously not endowed 
with the prescience they claim. By pursuing parallel lines of policy 
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they are trying to insure themselves against most contingencies. 
The establishment of two military blocs in Europe on the one 
hand, and the possibility of a détente arising from high level talks 
on the other, have extended the current parallelism of Soviet 
foreign policy to its limits. For the last ten years the aggressive 
trend has been to the fore, but now the Communists seem to have 
realized its futility and appear to be prepared to give the other line 
a chance of proving its worth. It looks as if the constant Soviet 
protestations of the desirability of peaceful co-existence are at last 
being backed by deeds. A great deal of credit for the present change 
in the international atmosphere must go to the West’s commend- 
able patience and persistence in the face of provocative Soviet 
intransigence. 

In fighting for the neutralization of Germany, the U.S.S.R. is 
making a last attempt to dislodge the Federal Republic from the 
Western camp. Western Germany, however, has long ceased to 
be the mere manoeuvring ground for the opposing policies in the 
cold war, and it is inconceivable that the Germans, who in the 
sovereign Federal Republic now have their own State, will not 
attempt to play a more decisive part and to exert their own initia- 
tive to influence the course of affairs. The future of Germany 
remains the major undecided issue in Europe and the four Powers, 
who have dominated the scene for ten years, will no doubt watch 
with great interest and some anxiety the policy which the Germans 
will pursue in their inevitable attempts to bring about the reuni- 
fication of their country. 


J. F.A. W. 


India’s Revolution by Consent 


THERE has been going on in India for the last twenty years, at an 
ever-increasing pace, one of the great changes of history. It is a 
change comparable in its long-run consequences only perhaps 
with the conversion of the Roman Empire to Christianity; in its 
short-run effects it may be as important to Asia as the Reformation 
and the Industrial Revolution combined were to Europe. Certainly 
it is more important than Chinese Communism. Communism in 
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Asia represents, for those who accept it, the preparedness to 
jettison the whole of their own traditions and to accept ready- 
made one particular set, now slightly shop-worn, of the ideas of 
nineteenth-century Western Europe, in order by so doing to create 
the sort of State which the modern world will accept as an equal. 
‘The Indian Revolution is slower, more subtle; it offers hope for 
the future because it does not break with the past. India does not 
abolish, she modifies; she is absorbing the ideas and techniques 
that the West offers, assimilating them into her own, mainly 
Hindu, tradition, creating a new synthesis which will in due 
course offer the world’s underdeveloped countries a model of 
change without violence, of equality without terror. 

That the change has not yet struck the world’s imagination 
with the force of Mao’s revolution is due to certain rather British, 
but also very Hindu, peculiarities in Indian political behaviour. 
The Indian political tradition values continuity, not the barri- 
cades; properly constituted authority, not revolutionary legality; 
reform by consent, not the class war—there are no St Bartholo- 
mews in the great Hindu reformations, and India’s Calvin is 
Buddha; freedom enforced by independent courts, not the dicta- 
torship of successful force. Above all, India is a democracy; her 
Government must follow the will of the everywhere rather slow- 
moving majority; minorities, however well placed and however 
idealistic, must persuade their fellow-citizens before they can 
have their way; and change which goes at the majority’s pace is 
relatively imperceptible, for the majority, in India as in England, 
imprints its conservatism upon the newest of reforms. ‘The 
Indian Constitution is only five years old, but already the public 
does not like it to be altered. 

These feelings give Indian political life a quite special flavour. 
India has no glorious Revolution, no 1688 or 1789 or 1848, and 
therefore India has none of the divisions which come from 
glorious Revolutions, which always, after all, mean that one 
section of the nation defeats another section. Part of France still 
looks back on the French Revolution as a disaster; but in India 
nobody regrets seriously the days of British rule. For independence 
was not a revolutionary act; therefore India came into indepen- 
dence united. There was no break in the continuity. ‘The British 
went with goodwill—lIndia’s national day is not 15 August, the 
day on which the Dominion was inaugurated in 1947. The new 
independent State began as an Act of Parliament. ‘The classes who 
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had supported the British knew that they would have both to 
adapt themselves and to accept a worsening of their position; but 
they also knew that they would still have far too much to lose 
from any desperate recourse to force to make such a step worth 
while. 

Therefore, with only a few mild threats, the princes signed 
away the sovereignty they knew they could no longer keep without 
a civil war in their States which they would probably lose; but the 
blow was softened by tax-free privy purses which still make them 
India’s wealthiest men. So, too, the zemindars and the jagirdars 
have accepted the abolition of their estates, because their leaders 
realized that the alternative was a peasant uprising later; but the 
compensation has been nicely attuned to the possibility of resist- 
ance. The small men who have votes, and the big men in States 
like Rajasthan where their influence is still great, have done fairly 
well; the big men in Bihar, where they are unloved, have done 
relatively badly. But nobody has got nothing. There has been a 
genuine desire to do what is right, as well as a cool appreciation of 
political risks. Most important of all, the Civil Servants, the 
soldiers, and the technicians who had been on the opposite side 
to the Congress, though they too had been nationalists, were not 
victimized. ‘The Congress success meant that they had no hope of 
getting back the loss in real income imposed by war-time inflation, 
that their sons in the same jobs would get paid less still, and that 
they would have to suffer from political superiors who sometimes 
interfered and were often unsympathetic. Yet they continued to 
work, and better than ever before, first, of course, because they 
were patriots, but also because, had independence come by com- 
pulsion, they could have expected only dismissal, or at best the 
surveillance given to ex-T'sarist officers in the Red Army. The 
result is that India is the best run State in Asia, whereas revolu- 
tion, Russian-style, would have meant years of anarchy. Even 
Pakistan came into being in the end by consent; Jinnah’s threat 
of force was always implicit rather than explicit; and the massacres 
in the Punjab were just massacres; they never developed into the 
civil war they might have been. 

This tradition by which the ‘haves’ (who are not necessarily the 
rich, they may merely be all-powerful husbands as against their 
totally dependent wives) always see the writing on the wall, and 
the ‘have-nots’ always go sufficiently gently for the ‘haves’ to give 
way without their nostalgia for the past ever turning into resistance 
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against the future, has now, in India as in England, almost become 
formalized into a system. When the Hindu Code Bill ran into 
resistance, including that of the President himself, Pandit Nehru 
did not put the whips on and push it through, as he could have 
done. He withdrew it, split it up into sections, and is now getting 
it passed by Parliament section by section. ‘Those who object to 
divorce do not always object to inheritance rights for daughters, 
and those who object to inheritance rights for daughters may 
accept guardianship rights for mothers. Moreover, with split-up 
Bills it is easier both to propagand for each one separately and to 
make adjustments where the real resistance comes. ‘The result 
is that so far the separate Bills have been going through without 
difficulty ; even with the stickiest problems (divorce in Hindu mar- 
riage and inheritance for the daughter in the joint family') success 
has now been achieved. 

A more important example of this attitude of mind is what is 
happening over economic equality. Economic equality is one of 
the bases of the Congress creed, for a whole series of reasons 
ranging from natural jealousy of those better off to a deep suspi- 
cion that riches give power. There has therefore been, since 
independence was achieved, a steady tendency to level down, 
until the ‘Taxation Inquiry Commission can recommend a ceiling 
on income that would work out at about {2,500 a year after taxa- 
tion deductions, and the Congress President can say in public 
that to spend more than {4 10s. a week is a crime against Socialism. 
‘True, except for the extravagance of the Congress President, this 
is an attitude not unknown in Europe. What is so exceptional 
about India is how little resistance there is from the better-off. 
This is due partly, as with the zemindars and the princes, to a 
feeling that their position cannot be permanently defended, and 
partly to the willingness of the Government to wait and let this 
feeling take effect. Nothing has been done suddenly. ‘The Esti- 
mates Committee of Parliament suggested that incomes in private 
business must not be too much higher than in Government ap- 
pointments; nothing was done officially; but business firms: have 
been put on the defensive. The Finance Minister has mildly de- 
precated the Taxation Inquiry Commission’s idea of a ceiling; 
but he accepted a considerable part of its suggestions for the 
increase of direct taxation this year—the Indian rich must now, 

The joint family is a family of more than one agnatically related male 
(i.e. related through male links only) whose property is undivided. 

Cc 
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including indirect taxation, be the most highly taxed in the world— 
and everybody expects the Finance Minister to implement the 
rest of the recommendations in due course; but over time, not all 
at once, to let the shock come slowly. 

Most striking of all is what is happening over land. The Con- 
gress has been anti-zemindar and anti-landlord for over twenty 
years. Legislation in favour of tenants was amongst its first actions 
when it came into power in the provinces in 1937; and since the 
advent of independence over a hundred acts of land reform have 
been passed by the different States. But there has been no hurry. 
Nothing has been done overnight. It will be perhaps ten years 
from the date of independence before the last tenant is protected, 
the last zemindar taken over. And there is a gradual tightening-up. 
In Orissa, for instance, rents have hitherto been limited to one- 
third of the crop; they are now being limited to one-fourth. The 
attempt to limit them to one-sixth, which is Congress policy, 
met with too much resistance; but once everybody has got used 
to the one-fourth, there will be a new attempt to reduce them to 
the one-sixth which has already been put through in, for example, 
Bombay. Most of the measures now being taken were recom- 
mended by the Congress Agrarian Reforms Committee in 1946 
and again by the Planning Commission in 1951; but there has been 
no attempt to put them through overnight, or to enforce ideas 
where idealism has departed from the practical, as for example in 
the case of the co-operative farming about which both the Com- 
mittee and the Commission were so enthusiastic but which the 
State Governments realize is politically impossible. 

One more example may be cited, and that is planning. Before 
the war the Congress had a private planning commission of its 


own, which published some quite useful reports; and during the 
war the Government of India was overtaken by the same enthusi- 
asm for planning that affected many other Governments. ‘The 
difference between India and the majority of other countries is 


that this enthusiasm continued after the war. ‘The first Five-Year 
Plan has only another year to run, and the second is already under 
preparation. But once again the Government of India went slowly. 
It was over four years after independence before the first Five- 
Year Plan was published; and when it did come out, it was very 
largely a Government priority list. From the schemes which the 
Central and State Governments already had in mind, the most 
important were selected for a concentration of effort; and from the 
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various projects of reform, notably in land tenure, which were 
under consideration, some were selected, in general terms, for 
immediate implementation. The Plan was thus largely negative. 
It prevented a dissipation of the Government’s efforts; it did not 
attempt to control the economy in every detail. The industrial 
part, in particular, consisted essentially of a few specific govern- 
mental schemes and a series of statements of aspiration by private 
industry. 

Nevertheless the Plan, aided by a couple of good monsoons, 
has worked; and because it has worked it has been accepted. The 
doubts of 1951 have disappeared as people have seen targets 
beaten and national income increasing at an almost Western rate. 
Planning is now accepted by the most conservative circles; no- 
body argues any more for unrestricted free enterprise or against 
a wide Government initiative in economic affairs (though much 
could be said on the other side in both cases). No party dares to 
call itself other than Socialist. The Congress party itself, which 
had been moving towards the Right when it thought foreign 
investment was essential and only private enterprise could deliver 
the necessary goods, has almost equally pragmatically swung to 
the Left again as the conviction has spread that foreigners are not 
going to invest much in India anyway, and that the Indian in- 
dustrialist cannot find the money for the big schemes such as the 
new steel plants. Once again, it is not relevant whether or not 
these beliefs are true; they are held, and the fact that they are 
held influences action. 

With this change and consolidation of opinion, the Government 
has taken certain further steps forward. On the one hand, increased 
production has enabled it to remove nearly all the controls which 
irk the public, such as rationing; and this, too, though the achieve- 
ment was largely a private enterprise one, has redounded to the 
credit of planning; certainly the planners have accepted that, 
since physical controls do not work very well in a country of many 
small producers, it is better to get their results through such 
measures as import licensing, the varying of export duties, and 
monetary discipline. On the other hand, the second Plan will be 
much more than just a schedule of Government priorities. In the 
Community Projects and the National Extension Service! it 


1 Community Projects and Agricultural Extension schemes are centres of 
dissemination of improved agricultural techniques combined with some financial 
assistance and with a psychological approach designed to arouse village résponse 
and co-operation. 
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looks as if the Government has at last found a means by which 
to make the peasant a partner in the process of modernizing him- 
self; and they are to cover the whole of the country by 1961. They 
are planned in the sense that the initiative, the choice of where to 
start and what to push and how much to spend, is in the hands 
of the Government; but it is typical of the Indian pragmatic 
approach that, within this general cadre, the choice of what should 
actually be done lies with the villages themselves. If they want 
drains, they build drains; but if they prefer to start with a drinking 
well, or a new Harijan (untouchable) colony, then they can do 
that too. ‘They nearly always want a better school and a new 
approach road; but if a particular village does not want them, it 
does not have to have them. Like the removal of physical controls, 
it is planning at its most untotalitarian. 

Even in the approach to private industry, the least successful 
side of the Government’s policy, the planning is kept flexible. 
‘There are no targets which must be achieved at all costs. There 
are general political decisions that certain basic tasks must be 
performed by the Government, that what can be done by handi- 
craftsmen should be done by handicraftsmen for employment 
and economy-of-capital reasons, and that the creation of sur- 
plus capacity should be avoided. The carrying out of these 
decisions involves much detailed planning, many, often self- 
defeating, restrictions, and a great deal of the latest fashion of 
econometric calculation; it gives the State both more say and 
more initiative than it has ever had before. But it is still not totali- 
tarian planning. ‘The Government is still prepared to leave deci- 
sions in individual cases to the ordinary play of political forces 
so that the resentments will not pile up. Above all, the Government 
is prepared to make up its mind to some extent in public, so that 
it can see what is acceptable and what is not. The result is that 
policies which get nowhere, like the immensely detailed inter- 
ference permitted by the Industries (Development and Regula- 
tion) Act, can be soft-pedalled, while policies which meet with 
immediate public acceptance, like the large increase in steel pro- 
duction now proposed, find the whole driving force of the Plan 
put behind them. In short the Government does not dictate, it 
feels its way; the Planning Commission has not been imposed on 
the people, it has grown upon them, until today the argument is 
never whether there should be a Plan, but only what the Plan 
should be. In a free world where planning is still one of the major 
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unsettled arguments, there could be no better example of how 
much consent there is in India’s revolution. 

This revolution is not yet finished, and it is therefore impossible 
to be dogmatic about the sort of society it will produce; but already 
certain main lines are becoming clear. 

First, India is going to be a very egalitarian country. A great 
many of the most important reforms have egalitarianism as their 
end. There is the abolition of Untouchability which is being en- 
forced by ever more drastic penalties, penalties which the police 
must now see are carried out: enforcement is becoming more 
effective each year. There are the reforms in Hindu law, so many 
of which are directed to making the woman the equal of the man, 
the wife of the husband, whether it be in property relations, the 
right to take another partner, or control over the children. There 
is the taxation system, which has accepted as one of its objectives 
that the rich should pay to an extent which will make them no 
longer the rich, but only the rather better-off. ‘There are the 
embryos of the Welfare State, compulsory provident funds and 
health insurance and retrenchment compensation for industrial 
employees, for example. There are the various ways in which the 
landless are to get land, through Bhoodan,' by grants of Govern- 
ment waste land, and by a ceiling on holdings. ‘There is the assist- 
ance to be given to co-operatives to enable them to compete more 
effectively with the merchant and the moneylender. Even the 
rather ill-advised attack on managing agencies® has as one of its 
motives the desire to limit the amount of economic power which 
is concentrated in a few hands. 

The old hierarchical India is going. The British have lost their 
position; the Rajputs have been undermined by the going of the 
princes and by land reforms, the Brahmins by land reform and 
by adult suffrage. In a political world where to an ever-increasing 
extent a man is worth as much as his vote and no more, power has 
passed to the majority of the population, the great central agri- 
cultural castes, and to a lesser degree to the Harijans and the 
aboriginals, who are at least too many to be altogether ignored. 
And with power is going both jobs and social position. The old 
India of the twice-born is going, and going for good. 

1 Bhoodan is a voluntary crusade, led by Vinoba Bhave, Gandhi’s moral heir, 
whose aim is to obtain through voluntary gifts 50 million acres of land from 
the landed for the landless. So far 34 million acres have been given. 


? A managing agency is a Company which manages and provides consultant 
services for other Companies in return for a share of profits or a commission. 
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This equality rests in part on the second great feature of the 
new India. India is going to be a country, not of a proletariat and 
a salariat, but of independent proprietors and craftsmen. By the 
time the land reforms are finished perhaps four-fifths of the agri- 
cultural population will own their own land. There are no multiple 
shops; each shopkeeper runs his own. And there are still three 
craftsmen for every factory employee; indeed, there are more 
independent craftsmen running their own little businesses than 
there are factory workers, and, unlike the situation in other coun- 
tries, the number is tending to go up, not down, as the Govern- 
ment makes it possible for the small man to compete. Restrictions 
or excises are imposed on his factory rival, and he is helped 
with technical training, credit, designs, and co-operative marketing. 

Small property owners, however, cannot do the major task of 
economic development themselves. The third feature of the new 
India will therefore be the economic initiative of the State. ‘The 
State will provide the basic utilities, from fertilizer to electricity 
and irrigation, and from steel to railways and aircraft manufac- 
ture. The State will do most of the new investment and will find 
the money partly from the deficit financing that it alone can do. 
The State will organize co-operation, carry out agricultural re- 
search, show the peasant how to improve his life, protect the 


artisan, and compensate the industrialist for his loss of freedom by 


a market guaranteed continuously to expand. The State will 
decide which way the economy should go; but it will still be for 
the individual to take it there. 

If this Indian experiment succeeds, it will be the model for all 
free Asia and Africa; for all of them are waiting for a system which 
will enable them to have the fruits of economic development 
without the blight of totalitarianism. Nehruism, this Indian experi- 
ment, is a model whose nearest Western parallel is perhaps a 
mixture of peasant France and co-operative Denmark. It will cer- 
tainly not have too much in common with the employer-employee 
societies of the Anglo-Saxon world. 


‘ks 





The European 


Coal and Steel Community 


An Experiment in Integration 


Ir was just five years ago, on 7 May 1950, that M. Robert Schuman, 
then the French Foreign Minister, offered to pool French coal and 
steel production with that of Western Germany and of any other 
European country prepared to yield national control to an inde- 
pendent supra-national authority. Although the approach was 
economic the motives and appeal of the French plan were pro- 
foundly political. It was a plan to make impossible future wars 
between France and Germany. And, from the very beginning, it 
was, in the minds of those who have worked hardest for its success, 
not simply a plan for coal and steel but the beginning of a process 
which would only end when the integration of the six countries 
into a new federal entity was complete. 

By the time the High Authority began to function in August 
1952 the treaty for a parallel defence community had been ne- 
gotiated and initialled. One month later, on 10 September, the six 
Foreign Ministers of the countries of the Coal and Steel Com- 
munity asked the community’s Common Assembly to draft a 
treaty for a European Political Community, and to many even 
hard-headed people it no longer seemed far-fetched to talk of 
‘making Europe’. 

French hesitations and the eventual rejection of the European 
Defence Community project last summer eliminated the prospect 
of action among the Six in the military and political spheres and 
put a stop, at least for the time being, to plans for an extension of 
the C.S.C. experiment to other sectors of the economy. But the 
last few weeks have seen renewed activity among the Six. In April 
the Belgian and Dutch Foreign Ministers announced their inten- 
tion of urging further economic integration on their colleagues 
when the six Foreign Ministers meet early in June. Dr Adenauer 
and M. Pinay, meeting together shortly afterwards, appeared to 
agree that it was time for a new initiative in the economic field. 
And M. Monnet, the architect and dynamo of the drive for a more 
comprehensive community of the Six, is still at his desk in 
Luxemburg, despite his earlier declaration that he would retire 
from the Presidency of the High Authority when his term of 

263 





264 THE WORLD TODAY, VOL. 11, NO. 6, JUNE 1955 


office expired in February in order to be able to work with greater 
freedom for the idea in which he passionately believes. 


How much vitality still exists in the movement for ‘Little 
Europe’ will become clearer in the next few weeks. Three things 
may tend to strengthen the position of those who are now urging 
new steps toward economic integration. First, and somewhat 
paradoxically, the demise of the E.D.C. may make progress on 
less drastic measures easier. Integration of the defences of the Six 
was not the logical next step after the Schuman Plan. But once put 
forward, under the pressure of the American insistence for a re- 
armed Germany, the efforts of the ‘Europeans’ crystallized around 
it and it became the test of the strength of the European idea. Once 
the shock of the failure to meet that test has been absorbed, the 
fact that the way is now clear to take more modest steps should 
improve the chances of progress. Second, both the establishment 
of Western European Union (including the British commitment to 
keep four divisions on the continent) and the signature in De- 
cember 1954 of the treaty of association with the Coal and Steel 
Community have clarified the British position. It is now written 
down in black and white that closer ties among the Six do not 
mean looser ties across the Channel and that although Britain 
remains firm in her decision not to participate in European ‘supra- 
national’ arrangements she wishes to ‘associate’ as closely as pos- 
sible with them. Both sides of the House of Commons have en- 
dorsed the pattern laid down in the treaty with the Coal and Steel 
Community as a ‘model’ for relationship with any new communi- 
ties that may be established. ‘Third, and most important, experi- 
ence has shown that to treat one or two segments of the complex 
economies of six highly developed countries as though no national 
boundaries existed, while all other aspects of economic life still 
remain governed by national considerations, is bound to create 
anomalies and breed difficulties. For example, it is impossible to 
formulate a sensible long-term policy for the European coal 
industry independent of the plans being made for the development 
of oil, electricity, and even of atomic energy. 

In any event, and whatever may be the success of the current 
moves to broaden its base, the Coal and Steel Community is here 
to stay. The three years of experience have demonstrated that the 
framers of the treaty were practical men as well as visionaries. The 
integration of two key segments of the economies of six countries, 
although not yet complete, has been shown to be possible. And 
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even those who can be counted on to oppose most strongly any 
further extension of the supra-national principle do not suggest 
that what has already been accomplished should be undone. 

‘The essential thesis of the treaty establishing the Community is 
that national barriers should cease to exist for coal and steel and 
that any regulation of the market that may be required, such as 
fixing maximum prices and allocations in time of shortage or pro- 
duction quotas and minimum prices in time of surplus, is to be 
done by the institutions of the Community rather than by national 
Governments. Similarly, the High Authority, consulting, as 
provided by the treaty, with the Council of Ministers, is respon- 
sible for ensuring that the market is not only free from discrimina- 
tions and impediments of a national character but is genuinely 
competitive, and that ‘restrictive practices tending towards the 
division of markets or the exploitation of the consumer’ are 
eliminated. 

‘The common markets for coal, iron ore, and scrap were officially 
opened on 10 February 1953, the market for steel on 1 May 1953, 
and that for special steels on 1 August 1954. ‘Today, for all these 
commodities no tariffs, quotas, or control through currency 
restrictions exist within the area. But this is only the beginning of 
the process of creating a true competitive market free from all 
forms of national discrimination and distortion. ‘The community 
envisaged by the treaty will not have become a reality until, 
among other things, the special subsidies to Belgium and Italy 
have been terminated, transport rates have been harmonized, and 
markets are no longer dominated by the cartels. 

One of the principal strengths of the Community derives from 
the fact that in both the drafting and the execution of the treaty 
care has been taken to be crystal clear about basic principles. Thus, 
although it became apparent very early in the negotiations that 
neither Belgian coal nor Italian steel could stand the competition 
of the common market, the solution adopted was not to modify 
the basic concept of a single market but to write into the treaty 
special provisions to give the Belgians and Italians an oppor- 
tunity to make their industries competitive, or, if this proved im- 
possible, to give them time to shut down in an orderly way. 
Furthermore, consistent with a ‘community’ rather than a national 
approach, the process of readjustment is the responsibility not of 
these two countries alone but of the Community as a whole. For 
example, a ‘perequation’ levy is collected from coal producers 
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(German and Dutch) who have costs below the Community 
average; part of the proceeds, by agreement between the High 
Authority and the Belgian Government, is used to subsidize the 
price of high-cost Belgian coal during a transitional period of not 
more than five years. ‘The High Authority and the Belgian Govern- 
ment have recently reached agreement on the main lines of a long- 
term solution to the Belgian coal problem. Subsidy payments are 
being withdrawn from three big mines in the Campine coalfield 
which are already able to stand on their own feet, and it has been 
agreed to stop payments to mines at the lowest end of the scale 
which show no signs of ever becoming productive enough to exist 
without special assistance. A number of pits in the Borinage region 
will be closed down; some fifteen hundred miners will be thrown 
out of work, and the Community is committed either to relocating 
them in other areas or to retraining them for other employment. 
Subsidies and new investment will be concentrated where they will 
do the most good. But the process of modernization and re- 
adaptation is inevitably a slow one. 

The common market today also falls short of the goal contained 
in the treaty because of the fact that transportation costs form 
such a large element in the price of Community products, and the 
principle of national discrimination has long been implicit in the 
rate structure of the European railroads. ‘This problem, too, was 
foreseen and legislated for when the treaty was framed. But it has 
proved an exceedingly thorny one, and has highlighted as much as 
any single phase of the Community’s work the difficulties that are 
inherent in the sector approach. The drafters of the treaty were 
here confronted with a serious difficulty. On the one hand it was 
apparent that the objective of access to Community coal and steel 
on equal terms by all Community purchasers could not be attained 
as long as transportation was left untouched. On the other hand it 
had not been agreed by the Governments concerned that the 
question of transport should fall within the scope of the new 
treaty. 

In the event, the article of the treaty which deals with trans- 
portation forbids discrimination based on country of origin or 
destination, that is to say, the obvious discrimination of charging 
the foreigner more than the domestic purchaser. It also explicitly 
recognizes that if all discrimination is to be removed the practice 
of charging according to one set of principles for internal traffic 
and according to another for international traffic would have to be 
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changed. But it provides that the modification of rates and con- 
ditions of transport is to remain the prerogative of member States 
and not of the Community. The High Authority was therefore 
faced with a situation in which, although the treaty was clear that 
certain things should be done, the main responsibility for doing 
them still lay with the national Governments. And the Govern- 
ments, who were under pressure from the railroads to do nothing 
to increase their economic troubles, were in no hurry to act. 

Simple discrimination, as exemplified by particular instances 
where a foreigner was charged more merely because he was a 
foreigner, could be dealt with by the High Authority on the basis 
of complaints, and was quickly eliminated. But the more difficult 
problem on which the agreement of Governments was essential 
was that of removing from the rate structures the discrimination 
which had been built into them over the years. ‘Traditionally, 
European railroads have treated all international traffic as though 
it originated at the frontier. This has given rise to two kinds of 
charges borne by international traffic but not by domestic traffic, 
thus penalizing the manufacturer who imports his coal or steel 
rather than purchasing it from a supplier within his own country 
who is geographically no nearer. In the first place frontier and 
terminus charges, based on the fiction that trains are loaded and 
reloaded each time they cross a frontier, were customarily added 
to international freights. In the second place charges were computed 
as though each journey began afresh at a frontier. Normally freight 
charges decrease with the number of miles travelled. International 
traffic was thus penalized, in comparison with traffic within a single 
country, because whenever the train crossed a frontier freight 
charges were computed as though the journey had just begun. In 
January of this year the Council of Ministers decided to abolish, 
in three stages, both these forms of national discrimination. By 
May 1957 they will no longer distort the common market. 

But even then the national discrimination arising simply from 
the transport of coal and steel will not have been totally rooted out 
unless in the meantime substantial progress is made on another 
and even more difficult front. For there are still six separate rail- 
road administrations, and their rate structures vary so markedly 
from one another that until they are harmonized the ‘comparable’ 
price conditions that the treaty calls for will not exist. And beyond 
that problem lies the tangle of water-borne traffic on the Rhine. 
The deeper the High Authority probes into the nature of dis- 
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crimination the clearer it becomes that effectively to create a com- 
mon market for anything as basic as coal and steel means either 
an expansion of the Community to embrace other industries and 
services or the creation of some very curious anomalies. 

Perhaps most difficult of all are the problems that arise not from 
the task of creating a single market but of ensuring that the market 
is truly competitive. Agreements or arrangements among enter- 
prises which would ‘tend, directly or indirectly, to prevent, re- 
strict, or impede the normal operation of competition within the 
common market’ are flatly forbidden, and new concentrations 
among enterprises are permitted only if the High Authority finds 
that they will not hamper the freedom of the market. M. Monnet 
has accurately called these provisions of the treaty (Article 65, 
cartels; Article 66, concentrations) ‘Europe’s first major anti- 
trust law’. They represent a sharp break with habit and tradition 
in the European coal and steel industries, and it is not surprising 
that the High Authority has approached the problem of imple- 
menting them somewhat gingerly. Although the treaty states 
categorically that agreements which impede normal competition 
are forbidden, no rigid time limit is laid down within which the 
High Authority must act in order to ascertain that agreements are 
not violating the treaty, or to exact the heavy fines which it is em- 
powered to impose for non-compliance. ‘The Common Assembly, 
to which the High Authority is required to make an annual report, 
and the Dutch Government as well have shown impatience at 
the slowness with which the High Authority has handled even the 
clearest cases of illegal domination of the market. While the future 
of the E.D.C. hung in the balance there were many who felt that 
M. Monnet was consciously holding back from a difhcult and 
dynamite-laden subject lest he should prejudice the chances of 
ratification by stirring up opposition to the six-country experiment. 

In addition to the tactical considerations which may first have 
led to delay, there has also been the difficulty that the nine mem- 
bers who compose the High Authority approach the problem of 
cartels from quite different points of view, and a number of them 
undoubtedly feel that the treaty goes unrealistically far in copying 
American anti-trust legislation. Moreover the cartel arrangement 
which has been most in the public eye has been the Ruhr coal sales 
organization, usually known as Georg; and although many of 
the activities of this organization have clearly contravened the 
treaty, it has been supported by producers and trade unions alike 
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because of its ability to cushion the effects on employment of 
swings in demand. The approach of the High Authority has there- 
fore been to avoid a head-on collision with the cartels and to seek 
to negotiate with them enough modifications in their operations 
to bring them into line with the treaty. The general outline of an 
arrangement which has now been worked out with the Georg 
was announced at the Common Assembly meeting early in May, 
and it is assumed that similar understandings will shortly be 
reached with the Belgian sales monopoly (Cobechar) and the 
French State monopoly (Atic). 

In essence what is being done in the case of the Ruhr is to untie 
and to make independent and competitive the six selling agencies 
which today are combined to form the central agency, Georg. 
The central agency will be permitted to sell less than half the coal 
it now handles, and much of that will go either to the railroads 
(which are powerful enough to see that they are not exploited) or 
outside the community. ‘The rest of the coal hitherto sold by 
Georg will be sold by the six agencies. Although each of the six will 
be allowed to allocate orders for the purpose of evening out demand 
within its own area, they are supposed to compete with one another 
for markets, and the High Authority will be alert to any signs of 
new restrictive arrangements among them. 

This is a compromise arrangement and will disappoint those 
who believe that the only right approach to the pervasive pro- 
tectionism which chokes the European economy is a ruthless one. 
But a compromise arrangement is inevitable so long as the Govern- 
ments of the Six do not themselves desire more drastic action. For 
even on those actions, such as cartels, where the mandate of the 
High Authority is clear, it must carry Governments with it. ‘Too 
much of the treaty (either explicitly, or because of the interlocking 
of coal and steel problems with questions outside the Com- 
munity’s powers) requires the close co-operation of Governments 
to make it possible for the High Authority to function effectively 
in opposition to Governments. It can lead, and it can resist 
pressures to take retrograde steps, but it cannot work effectively 
for long unless there is a basic agreement between it and the 
member countries on broad objectives. 

The creation of a competitive single market is not an end in 
itself. Article 2 of the treaty expressly states that it is the means of 
accomplishing the mission of the Community, which is ‘to contri- 
bute to economic expansion, the development of employment, and 
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the improvement of the standard of living in the participating 
countries’. It is too soon to gauge with any accuracy the broad 
economic results of the common market, and it will always be 
difficult to isolate its specific effects. With the elimination of 
barriers trade within the area has increased markedly. In 1954 
intra-community trade in steel was double what it had been in 
1952, and coal trade was up by 26 per cent. It seems reasonable to 
assume that a large part of this increase represents a more economic 
use of resources. In a period first of softening demand and then of 
near boom, steel prices have remained remarkably stable. And, 
in the coal mines, productivity has been gradually improving. 

But perhaps the most important achievement of the Com- 
munity has been the demonstration that the supra-national 
approach can work. From the start, M. Monnet and his colleagues 
have been conscious that they were setting an institutional pattern 
on which much more might later be built, and they have been at 
pains to get the pattern right. The prerogatives of the High 
Authority have been jealously guarded, not because the members 
of the High Authority as individuals wished for power, but be- 
cause they were guarding a principle: the principle that the High 
Authority was analagous to a national executive and not to an 
international secretariat. ‘The limitations imposed by the sector 
approach have inevitably meant a rather more active role for the 
Council of Ministers than that which was originally envisaged, 
but the essential character of the High Authority has not been im- 
paired. And, together with the other peculiarly supra-national 
institutions of the Community, the Common Assembly and the 
Court of Justice, it has already demonstrated the validity of an 
idea. 


M. C. 
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